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Prospects In Public School Financing 


Local Units’ Ability to Survive Lies in Initiative in Solving Own Problems 


From A Tax FouNDATION STUDY 


N A nationwide basis, present projections of increasing enrollments and capital outlays presage 
still greater public school expenditures. With a continued high level of economic activity, 
popular opinion is likely to incline toward expanding current operations and larger capital 


commitments. 


The pressure of increasing enrollments alone is 
such that even a downturn in business activity would 
be unlikely to reverse the upward trend in the na- 
tional total of current operating expenditures. As 
for school construction, it is probable that outlays 
during a recession would be an important part of 
public works programs. In such event it is likely 
that a substantial portion of Federal aid would be 
introduced. 


Lack of fiscal ability, or unwillingness of local 
school units to develop revenue resources, is likely 
to lead to substantial state-directed reorganization of 
local school administrative systems. This would in- 
volve further restriction upon the traditional fiscal 
responsibility and delegated authority of our local 
school units. The principle of decentralized ad- 
ministration in school affairs is a sound one. Loc 
units however, must demonstrate added initiative in 
recognizing social and economic developments that 
bear directly on the needs of the public schools. 


Moreover, state taxation for public school pur- 
poses is approaching, or may have reached in some 
states, a point where it comes into critcal competi- 
tion with other state services desired by the general 


taxpayers. The state cannot long avoid its direct and 
immediate responsibility to the general taxpayer to 
assure a purposeful and effective expenditure of 
school aid funds. Unless a greater fiscal effort is 
made by many local units, the only alternative avail- 
able to some states may be the complete integration 
of state and local school support or the curtailment 
of state school aid. 


If the solution is not to be wholly in terms of state 
action, what can be done locally to preserve decen- 
tralized systems of local administration of the public 
schools? 

The ability of basically independent local school 
units to survive lies in their initiative—and ability 
to act ahead of the state in formulating solutions to 
their own problems. As the custodians of delegated 
powers from the states, most courses of action open 
to‘local school units are dependent upén state legis- 
lation. Consequently, the local school units, indi- 
vidually and collectively, and their representatives 
in and before the state legislature should be prepared 
to answer such questions as these: (1) have existing 
local sources of revenue been fully developed and 
utilized? (2) have assessment practices and tax rates 
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been realistically related to market values and to the 
current price levels governing expenditures? (3) is 
the local school effort consistent with local ability to 
support schools? (4) are the school districts or- 
ganized on adequate supporting bases as well as 
community interests? (5) has a realistic appraisal 
of the local situation been effectively presented to 
the legislature showing, if necessary, the restrictions 
on the utilization of local resources imposed by 
statutory limitations on available tax sources, tax 
rates, and borrowing capacity? (6) have the local 
school units been subsidized to meet expenditures 
representing, in part at least, the difference between 
their nominal or declared ability to support schools 
and their actual capacity to do so? (7) are school 
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after school administrative units have requested state 
aid based on local estimates of building needs. 


As a basis for planning new construction, each 
school unit must determine its enrollment trend. 
This calls for careful consideration of the nature 
of the population, trends in population growth, 
migration, the attraction of parochial and private 
schools, housing conditions, school policies and 
practices, and economic conditions. 


Any one of these factors, working separately or in 
combination, can influence public school enrollment, 
making prediction a hazardous task and producing 
under- or over-utilization of the available facilities. 
Perhaps the major hazard stems from population 


This Tax Review is taken from the last chapter in Tax Foundation’s recent study: “Public School 
Financing, 1930-1954—The Need for Local Solution to Rising Costs.” The study reviews the financing 


of the public elementary and secondary schools of the nation since 1930, and notes the changes in the 
shares of school funds provided at local, state, and Federal levels that have been accompanied by 
important modifications of state-local relationships. 





expenditures directed to essential educational needs ? 
(8) are the physical facilities of the districts effec- 
tively utilized? (9) are there long-range capital 
budgets as well as operating budgets? (10) have the 
possibilities of reorganization or consolidation with 
other districts been fully explored? 


These elements of major importance with respect 
to operations have always existed. But at the present 
time their impact on local school affairs is reinforced 
by the accumulated demands for improving existing 
facilities, by the indicated need for new construction 
at an unprecedented sustained level, and by expan- 
sion of educational programs. Since capital outlays 
well may be the decisive factor for many local school 
units in maintaining fiscal responsibility, the re- 
mainder of this discussion of the local role is di- 
rected to these considerations. 


Meeting School Building Needs 


Although local control of public school financing 
has deteriorated, schoo] administrative units gener- 
ally enjoy initial control in the matter of expenditure 
for school building construction. Estimates of build- 
ing needs are made locally. In those states where 
grants are made for building construction, some 
degree of state control follows, but usually only 


Ab 


mobility. Twenty percent, or 30.8 million persons in 
the total civilian population changed residence dur- 
ing the year ending April, 1953. Among these, 20.6 
million changed domiciles within counties, while 
10.1 million moved to different counties or other 
states. A large proportion of those moving are of 
child-bearing age. What is more, people moving 
into a state or region do not spread out evenly, but 
tend to concentrate in certain areas. For this reason 
alone it is difficult to make accurate predictions as 
to where additional school facilites will be required. 


Enrollment estimates should be made with cau- 
tion. When an upturn in school population is fore- 
seen, school officials would do well to determine 
whether the increased enrollments can be partially 
absorbed by increasing the number of pupils per 
teacher. Classroom space need not be raised in direct 
ratio to the increase in pupils. School officials and 
communities should exercise a cautious approach to 
the school plant problem in order to avoid over- 
expansion. A conservative approach may result in 
some underestimation of building requirements. 
However, because planning and building capacities 
are flexible, underestimates are likely to be less 
harmful than over-construction. 


In general, many states have not managed to or- 
ganize their own resources adequately, and to en- 
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courage, guide, and direct the strengthening of local 
resources for the support of local schools. This 
hesitance to set a course of positive action to meet 
the present school problem is still present in some 
states. However, there is generally an awareness to 
the many ramifications of the school problem. The 
decision of the U.S. Supreme Court, rejecting the 
“separate but equal” doctrine of segregation in the 
public schools undoubtedly has contributed to this. 


A good part of the form of tomorrow’s public 
school financing depends on the ability of the states 
to show positive achievement in these major areas: 
(1) recognition of population trends and movement 
and their effect on school needs in new, enlarged, or 
diminished communities, and on their tax needs and 
resources; (2) analysis of economic developments, 
salary and price trends; (3) development of 
reorganization plans for state-local relationships, 
especially for local school administrative units; 
(4) recognition of the expanded scope of all govern- 
mental activities, and especially of Federal and state 
governments. 


No Surrender of Responsibility 


Since the end of World War II, state expenditures 
generally have been running ahead of revenues. Net 
long-term debt of state governments, $6.3 billion on 
June 30, 1953, has more than tripled during the post- 
war period. Increased amounts of state aid for public 
schools must compete with the demands for high- 
ways, welfare, and health and hospitals, which have 
complicated the problem of balancing state budgets. 
Because state aid for schools usually is geared to 
changes in enrollment, it will probably increase in 
most states. This has led several state officials to 
designate the support of public schools as the most 
crucial of their financial problems. 


There is substantial opposition to the surrender of 
local responsibility, both at the state and local levels. 
The following points are frequently raised: 


(1) The American system of keeping control of 
governmental functions “at home” is threatened by 
the tendency of state aid for schools to grow in im- 
portance year by year. 


(2) Strengthening or expanding the local tax 
base would provide more revenues for school pur- 
poses and decrease reliance on state aid. 


(3) It is difficult, if not impossible, to distribute 
state aid on an equitable basis. 


(4) State aid engenders a “something-for-nothing” 
philosophy which, in the long run, misleads the tax- 
payer and fosters unwise spending. 


In strengthening the local school units, the states 
generally should be the guiding partner. Yet, the 
more difficult job lies with the school units. They 
need to create a new climate of willingness to support 
the local school systems; to give critical appraisal 
to their apparent and prospective needs; to join with 
others in obtaining an adequate base for fiscal re- 
sponsibility; and, in innumerable cases, to unite 
their individual strengths. 


The new or revitalized local school units must be 
capable of mustering local fiscal support to stand 
as independent entities so that state aids are a sup- 
plement and not the substance of public school 
financing. If they cannot, the drain by local school 
units on the state and its taxpayers will be intensi- 
fied. If such demands should reach a critcal stage, 
Federal aid may emerge as a dominating influence 
throughout the entire public school system. 


Federal participation in public school financing 
is minor when compared with state and local con- 
tributions. This makes more easy the assertion heard 
in some quarters that, if the public schools need 
more money, the solution lies in Federal grants. 
Proposals range from the granting of funds for 
specified school expenses to a Federal grant program 
which would completely dominate state and local 
financing. 


The possibility of Federal participation through 
the state in the affairs of each local school district 
should not be dismissed lightly. Many of the same 
reasons as put forth in support of state-aid programs 
have been advanced to justify Federal aid, largely 
that some states and many school districts are below 
some desirable national level. Advocates of Federal 
school aid disregard largely the very real difference 
between the positive authority for public schools 
vested in each of the states and delegated usually to 
political subdivisions, and the absence of direct 
Constitutional authority for participation by the 
Federal government in public school affairs. 


The ultimate objective of most proponents of 
Federal school aid appears to be a minimum pro- 
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- gram, at the level of the current national average of 
school expenditures, supported by a system of equali- 
zation grants based on some such criterion as indi- 
vidual income per capita by states. The states and 
their local governments. would be required to pro- 
vide such additional funds as were found to be neces- 
sary under Federal formula to effect the prescribed 
program in each local school unit. 


_ The history of Federal aids, and of specific grants 
generally, indicates that there would be additional 
administrative agencies and expense, with the Fed- 
eral agency actively influencing the exercise of the 
states’ authority in public school affairs. In addition, 
school units would be likely to spend at a faster’ rate 
than originally contemplated in order to obtain 
matching Federal funds. While the original intent at 
the state level may be to participate in Federal pro- 
grams only to the extent required to obtain Federal 
aid, such programs usually mushroom to the point 
where amounts much greater than those necessary 
to match the basic Federal aid are being spent by 
the state and local units. In attempting to aid the 
lower levels of government, Federal grants generally 
result in new or additional expenditures at all levels 
of government. 


_ Many proposals for Federal aid equate educa- 
tional standards with some such national average as 
individual income per capita or expenditure per 
pupil in average daily attendance. In view of the 
diverse resources of the states and school districts, a 
universal average cannot embrace the specific edu- 
cational requirements of each of the 48 states and 
of the tens of thousands of school districts. 


Federal aid programs of the types proposed can- 
not realistically allocate the funds on a basis of 
actual need. To do this, the fiscal capacity of each 
state and local school unit would have to be ascer- 
tained, as well as their individual requirements and 
some measure of their relative efforts in support of 
the schools. Even in the few states which have at- 
tempted to employ “ability indexes” as the basis 
for equity grants, such relationships have not been 
satisfactorily established. 


The Federal government is not in a financial posi- 
tion to take on subsidies for the public schools. With 
public school expenditure around $9 billion a year 
and expected to rise, expanded Federal support of 
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education ‘would: (1) increase the probability of 
continuing Federal deficit financing; (2) offset sav- 
ings now being sought to balance the Federal budget 
and bring about a reduction in debt; (3) postpone 
contemplated reductions in Federal taxes, or neces- 
sitate tax increases; and (4) withdraw from state 
and local units tax revenues which otherwise might 
be expended as determined by the needs of such 
governments. 


: Fundamentally, the greater part of the fiscal difh- 
culties of the state-local school systems lies in the 
ineffective utilization of their resources and the un- 
economic organization of the local-unit structure. 
These basic faults would only be aggravated by aids 
in support of standards not attainable through efh- 
cient organization, administration, and utilization of 
state and local resources. Unless accompanied by a 
degree of compulsion which even the states have 
not dared exercise, the basic flaws in the present 
system of public school support would be sustained 
[not] remedied by Federal aids of a blanket type. 


The responsibility for public schools should con- 
tinue in the hands of the individual states and their 
local units. The Federal government, however, can 
make an important contribution to the solution of 
the public school problem at the state and local 
level. First, Federal policy should offer no discour- 
agement to the full development of the economic 
resources and tax bases of all states. Second, by 
firmly establishing the format of Federal relation- 
ships with state (and local) governments, Federal 
action should encourage a more definitive pattern of 
administrative and fiscal responsibility between the 
states and their local units. 


Increasing the margin of reasonable taxation avail- 
able to the states and local units is the best course 
for Federal action in regard to state and local func- 
tions such as public education. An important be- 
ginning has been made this year with Federal tax 
reductions which will amount to approximately $7.5 
billion. Local support through local taxation, sup- 
plemented by a reasonable and equitable system of 
state aid, is to be preferred over any system of 
Federal aid affecting the regular functions of the 
public schools. The schools, which reflect the eco- 
nomic and social development of their respective 
areas, must remain primarily a local responsibility 
if they are to develop consistently with their indi- 
vidual communities and states. 











